Notes

These explanatory notes are for advice
and reference only and in no way
form part of the text of the Articles of
Association

Details about the requirements of the
Companies Act 2006 are available from
Companies House

Www companieshouse gov uk and our
website www chanty-commission gov uk

insert company name

Article 1 - Insert company name In
general, the Commussion can accept

any name but has the power to direct
registered chanty names to be changed
In the circumstances set out in section
6(2) of the Chanties Act 1993, which are
explained 1n our publication Registering
as a Charity (CC21) and 1n our Operational
Guidance (0G18 - Names of charities)
available on our website In very broad
terms, the name should not be offensive,
or identical to (or too hike) the name of
any other chanty, or likely to mislead

the public about its purposes, activities,
status, or connections

Article 2 - The articles include reference
to a company secretary Having a
company secretary is no longer a legal
requirement Accordingly, the references
to the company secretary are such that
the chanty can operate without one

if 1t wishes to do so Apart from the
defimtion of “secretary” and “officers” in
this interpretation article, there are also
references to the secretary in articles,
38(3) and article 47
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Articles of Association for a Charitable Company

Articles of Assaciation of
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1 The company’s name is

FRUEANDS OF g.qbé.ng Fool

(and in this document it 1s called the “charity”)
Interpretation
2 Inthe articles

“address” means a postal address or, for the purposes of electronic
communication, a fax number, an e-mail or postal address or a
telephone number for receiving text messages in each case reqistered
with the charity,

“the articles” means the chanty’s articles of association,

“the chanty” means the company intended to be regulated by the
articles,

“clear days” in relation to the period of a notice means a period
excluding

- the day when the notice is given or deemed to be given, and
- the day for which 1t 15 given or on which it Is to take effect,

“the Commission” means the Charity Commisston for England and
Wales,

“Companies Acts” means the Companies Acts (as defined in section 2 of
the Companies Act 2006) nsofar as they apply to the chanty,
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“the directors” means the directors of the chanty The directors are
chanty trustees as defined by section 97 of the Chanties Act 1993,

“document” ncludes, unless otherwise specified, any document sent or
supplied in electronic form,

“electrontc form” has the meaning given In section 1168 of the
Companies Act 2006,

“the memorandum” means the charity’s memorandum of association,
“officers” includes the directors and the secretary (if any);
“the seal” means the common seal of the chanty if it has one,

“secretary” means any person appointed to perform the duties of the
secretary of the charty,

“the United Kingdom” means Great Brtain and Northern Ireland, and

words importing one gender shall include all genders, and the singular
includes the plural and vice versa

Unless the context otherwise requires words or expressions contained
In the articles have the same meaning as in the Companies Acts but
excluding any statutory modfication not in force when this constitution
becomes binding on the charity

Apart from the exception mentioned in the previous paragraph a
reference to an Act of Parliament includes any statutory modification or
re-enactment of 1t for the time being in force

Liability of members

3 The liability of the members 1s limited to a sum not exceeding £10,
being the amount that each member undertakes to contribute to the
assets of the charity in the event of its being wound up while he, she
or it 1s a member or within ane year after he, she or 1t ceases to be a
member, for

(1) payment of the charity’s debts and habilities incurred before he,
she or it ceases to be a member,

(2 payment of the costs, charges and expenses of winding up, and

(3) adjustment of the nghts of the contnbutories among
themselves
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Article 4 - The articles of 3 non-
chanitable company are not required

to have objects However, a chantable
company’s articles must specifically
restrnct the company to only furthering a
chantable object

Inserl the purpose for which the company
has been formed A chanty’s objects must
be expressed in exclusively chartable
terms Guidance 15 available in our
publication Choosing and Preparing a
Governing Document ((C22) The key
elements to include are

the purpose itself {eg establishing and
running a school),

the people who can benefit, and if
appropriate

any geographic hmits which may be
needed to define the area of benefit
This will not always be necessary If
you do include an area of benefit, it 1s
common to define it by reference to
a local government area this has the
advantage of clanty and simphicity,
but can create problems if the area I1s
subsequently altered or abolished

Article S - 1t is useful to include these
powers to avaid any misunderstanding of
the nature of the key powers available to
the chanty and the conditions that have
to be met when exercising the powers
Examples of powers that companies
already have include a power to insure
and a power to amend the articles of
association note however that this
power of amendment may n certain
arcumstances only be exercised with

our prior consent under s 64 of the
Charities Act 1993 (see our Operational
Guidance (0647) Alterations to governing
documents charitable companies on our
website)

Article 5(1) -This provides a general
power to raise funds through a wide
variety of methods including inviting
and receiving donations and legacies
The only restriction here 1s that it

does not allow the chanty to engage

In taxable permanent trading for the
purpose of raising funds (Trading on a
small scale 15 allowed HM Revenue and
Customs provides gutdance on the tax
treatment of different sorts of trading )
If your chanity 1s likely to raise funds
from trading, our publication Trustees,
trading and tax (CC35) provides detailed
advice The terms of this power do not
prevent trading in order 10 carry out

the charity’s objects - for example, an
educational chanty can charge fees for
the educational services 1t provides
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Objects

4 The charity’s objects (“Objects”) are specifically restricted to the
following
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Powers

S The chanty has power to do anything which s calculated to further
its Object(s) or 1s conducive or inctdental to doing so In particular, the
chanty has power

¢)) to raise funds In doing so, the chanty must not undertake any
taxable permanent trading activity and must comply with any
relevant statutory requlations;

(2 to buy, take on lease or in exchange, hire or otherwise acquire
any property and to maintain and equip 1t for use,

(3)  tosell, lease or otherwise dispose of all or any part of the
property belonging to the chanty In exercising this power, the
chanty must comply as appropriate with sections 36 and 37 of
the Chanties Act 1993, as amended by the Charnties Act 2006,

(4) to borrow money and to charge the whole or any part of the
property belonging to the chanty as secunity for repayment of
the money borrowed or as secunty for a grant or the discharge
of an obligation The charity must comply as appropriate with
sections 38 and 39 of the Chanities Act 1993, as amended by the
Charities Act 2006, if it wishes to mortgage land,

(5) to co-operate with other chanitres, voluntary bodies and
statutory authorities and to exchange information and advice
with them,
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Article 5(2) - This power 15 helpful if

the chanty 15 to acquire property either
for use as office premises or functionally
(such as a playground or school site) Our
publication Acquiring Land (CC33) contains
further guidance on the issue

Article 5(3) - This power enables the
chanty to dispose of its property Sections
36 and 37 of the Chanties Act 1993, as
amended by the Charities Act 2006, apply
to most chanues and require comphiance
with certain conditions to ensure that
chanity property 15 disposed of for the
best terms reasonably obtainable Our
publication Sales, leases, transfers or
mortgages What trustees need to know
about disposing of chanty land (CC28)
provides more information about this

Article 5(4) - This provides the company
with an exphiat power to borrow It also
makes clear that if this power involves
securing the loan on 1and of the chanty,

it must comply with the requirements of
the Charnties Act 1993, as amended by the
Chanties Act 2006 Bniefly, the directors
are required to take advice and provide
certain certificates/statements when they
are borrowing money by way of mortgage
Our Operational Guidance 0G22 (Borrowing
and mortgages) on our webstte provides
detailed information on this

Article 5(9) - This power cannot be used .

to employ directors as staff See article 6

Article 5(10) - The Trustee Act 2000
provides wide powers of investment and
requires the charity to take advice and

to consider the need to mnvest In a range
of different investments Our publication
Investment of Charitable Funds

Basic Prnciples (CC14) provides more
information about charity investments
We strongly recommend that the directors
record any investment policy in wnting,
they are legally required to do so If they
delegate their investment function to

an investment manager The powers to
employ agents, nominees and custodians
are of particular use where the chanty
wishes to use an investment manager

Article 6 1s concerned with directors’
benefits and remuneration Within this
article are two options Option 1 prohibats
directors from denving any financial
benefit from the chanty Option 2 permits
no more than a minonity of the dwectors
to be paid in certain instances (such as
the supply of goods and/or services),
subject to the stated controls The

option also allows other types of trustee
benefit, subject to the Commission’s prior
consent Our guidance Trustee expenses
and payments (CC11) provides more
information about trustee benefits

o
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@
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(10)

()

(12)

to establish or support any chantable trusts, associations or
institutions formed for any of the charitable purposes included
in the Objects,

to acquire, merge with or to enter into any partnership or joint
venture arrangement with any other charty,

to set aside income as a reserve agamnst future expenditure but
only in accordance with a written policy about reserves,

to employ and remunerate such staff as are necessary for
carrying out the work of the chanity. The charity may employ or
remunerate a director only to the extent it 1s permitted to do so
by article 6 and provided it complies with the conditions in that
article, :

to
(@) deposit or invest funds,
(b) employ a professional fund-manager, and

() arrange for the investments or other property of the
charity to be held in the name of 3 nominee,

in the same manner and subject to the same conditions as the
trustees of a trust are permitted to do by the Trustee Act 2000,

to provide indemnity insurance for the directors in accordance
with, and subject to the conditions in, section 73F of the
Charities Act 1993,

to pay out of the funds of the chanty the costs of forming and
registering the chanty both as a company and as a charity,

Application of income and property

Universal clauses

6 (1)

@

The income and property of the charity shall be applied solely
towards the promotion of the Objects

(@) A director 1s entitled to be resmbursed from the property
of the chanty or may pay out of such property reasonable
expenses properly incurred by him or her when acting on
behalf of the charity

(b) A director may benefit from trustee indemnity insurance
cover purchased at the chanty’s expense 1n accordance
with, and subject to the conditions in, section 73F of the
Charities Act 1993

(©  Adirector may receve an indemnity from the charity in
the crcumstances specified in article 56
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Article 6(1) - The income and property
of a chanty must be applied solely to
further its abjects and not to beneht

the members or directors (except to the
extent permitted) The directors have 3
duty to ensure that the funds are correctly
applied in accordance with this principle

Article 6(2)(b) - If Option 1 of article
6(4) 15 used then this benefit may sull be
provided as Option 1 does not expressly
prohibit the purchase of trustee indemmity
insurance cover purchased at the charity’s
expense

Article 6(4) - A chanty director may not
derive any financial benefit from his of
her office unless specifically authonsed
to do so by the Court, the Charity
Commussion or the express terms of the
governing document of the chanty This
prohibition extends to people closely
connected to the director - see article

6(S)(b)

Use Option 1 and delete Option 2 [sub-
clauses 4(A)-4(0)] f the charity will want
to prohibit the directors from receiving
any payment from the charnty other than
for the type of expenses permitted at
arucle (6)(2)

Use Option 2 [sub-clauses 4(A)-4(C)] and
delete Option 1 [sub-clause 4(A)] If the
chanty will want to permit less than a
majonty of the directors to receive

payment for goods and services
supplied to the chanty under the
statutory power, and/or

payment for the supply of goods only,
subject to the controls of sub-clause (4)
(©), and/or

any further financial benefit previously
authonised by the Chanty Commussion
- our publication Trustee expenses
and payments (CC11) advises on

the considerations when seeking

the Commission’s authonty in these
circumstances

Option 2 additionally permuts drectors

{o enter into the sorts of transactions
covered in 6(4)(8) if it is thought that it
will be In the best interests of the chanty

The extent of the Option 2 sub-clauses
used will depend on the chanity’s
requirements Use of any sub-clause
permituing a payment should only be on
the basis that it 1s expedient and in the
chanty’s best interests If sub-clause (4)
(B()()a)(m) 15 used then so must sub-clause
4(C
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(3) None of the income or property of the chanty may be paid or
transferred directly or indwrectly by way of dividend bonus or
otherwise by way of profit to any member of the chanty This
does not prevent a member who Is not also a director receiving

(@ abenefit from the chanty in the capacity of a beneficiary
of the charity,

(b) reasonable and proper remuneration for any goods or
services supplied to the charity

Directors’ benefits - Options
[Option 1 - Prohibition of directors’/connected persons’ benefits

(4)(A) No director or connected person may buy goods or services
from the chanty on terms preferential to those applicable to
other members of the public, or sell goods or services to the
chanty or receive remuneration, or receive any other financial
benefit from the chanty] In this article 3 ‘financial benefit’
means a benefit, direct or indirect, which Is either money or has
a monetary value }

[ORtion 2 -Provision of goods and services, employment/other
remyneration/financial benefits - directors/connected persons

(4)(A) \No director or connected person may

buy any goods or services from the ¢
preferential to those applicable to

rnty on terms
mbers of the public,

(b) \sell goods, services, or any (ntergst 1n land to the chanty,

(0  bé&employed by, or receive afy remuneration from, the
chanty,

) | benefit from the charity,

unless
() the pgymeny/is permitted by article 6(4)(B)(a), or

(n)  the diregtOrs obtain the prior written approval
of the misston and fully comply with any
proceduredt prescribes

In this article a ‘finan
which s either mon

eans 3 benefit, direct or indirect,
or has a mogetary valuye

Option 2 continyled - Scope and powers permitting directors’/
connected pegdons’ benefits
(@)e) @ person may receive a
benefit from the chanty in the capacity of 3
benefiaary of the chanty\provided that a majonty
of the directors do not benegfit in this way
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Directors are under a specific duty to
avaid a situation in which they have, or
can have, a direct or indwect interest that
confiicts, or possibly may conflict, with
the interests of the company (section
175(1) of the Companies Act 2006)

In the tase of a chantable company

this duty can be modified as regards a
conflict of interests ansing in relatton

1o a transaction or arrangement with

the company if it is permitted by the
company’s artictes of association (section
175(3) of the Companies Act 2006)

Where 3 benefit is authonised by an order
of the Court or of the Chanty Commussion,
the duty to avoid a conflict of interests
does not arise (section 26(5A) of the
Chanities Act 1993)

In addition, authorisation may be given
by the unconflicted directors to a confhct
of interests where the company’s
constitution includes a provision enabling
them to provide such authorisation
(section 175(5) of the Companies Act
2006)

Article 6(4)(A) 1n Option 2 provides the
necessary structure for all the benefits
either to be spectfically authorised by the
articles within the terms of section 175(3)
of the Companies Act 2006 (3s madified
by section 181 for chantable companies)
or to be authonsed by the Commission

50 that the duty in section 175(1) of the
Companies Act 2006 does not apply In
addition, because of the specific duty

of section 175 of the Companies Act
2006, some provision has been made for
conflicts of duties where a director owes
a duty of loyalty to another organisation
but the unconflicted directors consider 1t
1s in the best interests of the chanty for
that director to continue as 3 director This
provision can be found at article 45

Note that article 44 imposes a duty on
the directors to declare an interest in
any transaction of the chanty and to
absent themselves from any discussion
where there may be a conflict between
their personal interests and those of the
chanty This would include, for example,
discussions about the need for the
provision of a particular service which one
of the directors might have an interest in
supplying (although in this example the
terms of section 73A of the Chanties Act
1993 would already make 1t necessary
for the director to absent him/herself)
Statutory duties to declare any interests
came into force on 1 October 2008
(sections 177 and 182 of the Compantes
Act 2006)

()

(m)

()

v)

(1)

A director or connected person may enter 1nto 3
contract for the supply of services, or of goody'that
are supplied in connection with the provisiory of
services, to the chanty where that s permigted in
accordance with, and subject to the condigfons in,
section 73A to 73C of the Chanttes Act 1993

Subject to article 6(4)(C) a director or fonnected
person may provide the charty with/goods that are

ot supplied in connection with seghices provided to
the charity by the director or conplected person

A Yirector or connected person/may receive interest
on tnoney lent to the charity At a reasonable
and\proper rate which must be 2% (or more) per
annun below the base rat¢ of a clearing bank to be
selected by the directors

A direclor or connected/person may receive rent for
premisey let by the dyfector or connected person to
the chanty if the ambunt of the rent and the other
terms of the lease Are reasonable and proper and
provided that the/director concerned shall withdraw
from any meetiffg at which such a proposal or the
rent or othen t¢rms of the lease are under discussion

The directors Inay arrange for the purchase, out
of the funds of\the charity, of insurance designed
to .ndempufy the directors in accordance with the
terms gf, and subject to the conditions 1n, section
73F offthe Charities Act 1993

(vin) A dyfector or connégted person may take part in

the normal trading §nd fundraising activities of the
anty on the sameYerms as members of the public

Payment for supply of goods only - comjrols

(4)Y(C) The chagity and its directors may orlly rely upon the authonty
providgd by article 6(4)(B)(a)(in) if ejch of the following
condylions 1s satisfied

(a

(b)

The amount or maximum amount of the payment for the
goods Is set out In an agreementyn writing between

v
()

the chanty or its directors (a§ the case may be), and

the director or connected perspn supplying the
goods (“the supplier”) under which the supplier is
to supply the goods in question\to or on behalf of
the chanty

The amount or maximum amount of the payment for
the goods does not exceed what s reasonable in the
arcumstances for the supply of the goods 1n question
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Article 6(8)(A)(a) Option 2 - This does
not prevent a director from buying or
leasing land from the chanity such
transactions will however require the
Commussion’s consent under section 36
of the Charities Act 1993 Any financial
benefit authorised by this article must be
within the stated definttion

Article 6(4)(A)(d) Option 2 - Qur
pubhcation Trustee expenses and
payments (CC11) explains the
arcumstances in which we will authonise
a payment to a director

Article 6(4)(B)(a) Option 2 - This sets
out possible powers to permit a range of
different benefits for directors if Option
215 used and 1t 1s going to be in the
interests of the chanty to include these

Article 6(4)(B)(a)(1) - Charities
benefiting all local inhabitants in specific
geographical areas (eg community
associations) may wish to substitute the
following ‘A director or connected person
may receve a benefit from the chanty

as a beneficiary provided it is available
generally to the beneficianes of the
charity’

Article 6(4)(B)(a)(1v) - The effect of this
clause 1s that no interest can be paid to

a director uniess the chosen base rate 1s
more than 2%

These powers cannot be adopted by
existing charities without the authonty of
the Chanty Commission None of these
options permits the directors to receive
payment for acting as director
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(f)

(9)

@

(b)

The other directors are satisfied that it is in the best
interests of the chanty to contract with the suppherrather
than with someone who 1s not a director or conprected
erson In reaching that decision the directorgAmust
balance the advantage of contracting with & director or
connected person against the disadvantades of doing so

The supplier 1s absent from the part 4f any meeting at
which therdus discussion of the pgdposal to enter into a
contract or afrrRgngement with or her or it with regard

In sub-clauses (2)-(4) of this article 6 “chanty” shall
include any company in which the charity

. holds more than 50% of the shares, or

. controls more than 50% of the voting rights
attached to the shares, or

. has the right to appoint one or more directors to the
board of the company,

In sub-clause (4) of this article 6, sub-clause (2) of article 45
and sub-clause (2) of article 46 “connected person” means

() achid, parent, grandchild, grandparent, brother or
sister of the director,

() the spouse or aivil partner of the director or of any
person falling within paragraph (1) above,

() a person carrying on business in partnership with
the director or with any person falling within
paragraph (1) or (i) above,

(v) annstitution which is controlled -

(1) by the director or any connected person falling
within paragraph (1), (1), or () above, or
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Article 7(5) - It 1s very important for
the good administration of the chanty to
keep the register of members up to date
failure to do so can result in a3 number of
problems, including serious difficulties
with the calling of annual or general
meetings it should also be remembered
that section 116 of the Companies Act
2006 sets out certain requirements for
making the register available to members
of the chanity and to the public

=00

Members

7.

)

(3)

)
)

(1) by two or more persons falling within sub-
paragraph (1), when taken together

(v)  a body corporate in which -

(1) the director or any connected person falling
within paragraphs (1) to (111) has a substantial
interest, or

()  two or more persons falling within sub-
paragraph (1) who, when taken together,
have a substantial interest

(¢) Paragraphs 2 to 4 of Schedule 5 to the Charities Act 1993
apply for the purposes of interpreting the terms used in
this sub-clause

The subscnbers to the memorandum are the first members of
the charity

Membership 1s open to other individuals or organisations who

(@) apply to the chanty in the form required by the directors,
and

(b) are approved by the directors

(3) The directors may only refuse an application for
membership If, acting reasonably and properly, they
consider it to be in the best interests of the charity to
refuse the application

(b) The directors must inform the applicant in wiiting of the
reasons for the refusal within twenty-one days of the
decision

()  The directors must consider any written representations
the apphicant may make about the decision The directors’
decision following any written representations must be
notified to the applicant in writing but shall be final

Membership 1s not transferable

The directors must keep a register of names and addresses of
the members

Classes of membership

8 ()

)

The directors may establish classes of membership with
different nghts and obligations and shall record the nghts and
obligations in the register of members

The directors may not directly or indirectly alter the rights or
obligations attached to a class of membership
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Article 10 - We provide guidance on
meetings 1n our booklet Chanties and
Meetings (CC48), produced in association
with The Institute of Chartered Secretaries
and Administrators (ICSA) This article
makes provision for an annual general
meeting However, an annual general
meeting 15 not a legal requirement and
this article can be amended where this
15 appropniate If no provision 1s to be
made for an annual general meeting,
consequential amendments will be
required to articles 12(1)(a), 12(3), 29,
30(2) and 34(2)
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The nights attached to a class of membership may only be
varied If '

(@) three-quarters of the members of that class consent in
writing to the variation, or

(b) aspecial resolution is passed at a separate general meeting
of the members of that class agreeing to the vanation

The provisions in the articles about general meetings shall apply
to any meeting relating to the vanation of the rights of any class
of members

Termination of membership

9 Membership Is terminated if.

M
@

©)

)

the member dies o, if it 1s an organisation, ceases to exist,

the member resigns by wntten notice to the chanty unless, after
the resignation, there would be less than two members,

any sum due from the member to the chanty i1s not paid in full
within six months of 1t falling due,

the member 1s removed from membership by a resolution of
the directors that it is in the best interests of the charity that his
or her or its membership 1s terminated A resolution to remove a
member from membership may only be passed if

(@ the member has been given at least twenty-one days’
notice i writing of the meeting of the directors at which
the resolution will be proposed and the reasons why 1t is
to be proposed,

(b) the member or, at the option of the member, the
member’s representative (who need not be a member of
the charity) has been allowed to make representations to
the meeting.

General meetings

10 (1)

)

The chanty must hold its first annual general meeting within
eighteen months after the date of its incorporation

An annual general meeting must be held in each subsequent
year and not more than fifteen months may elapse between
successive annual general meetings

11 The directors may call a general meeting at any time

(=)=}
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Notes
Article 12 - This arucle provides for

21 days’ notice for an annual general
meelng of a general meeting called
for the passing of a special resolution
The only legal requirement in respect of
notice for general meetings of a pnvate
company specifies notce of at least

14 days Accordingly, this ligure can be
substituted if considered appropriate

Notice of 3 general meeting 1s required to
mclude 3 statement setting out the nghts
of members to appont 3 proxy (section
325 of the Companies Act 2006)

Article 14(2) - Insert the figure for the
quorum This should be set with care if
it 15 tao high, any absences may make
it difficult to have a valid meetng if
15 100 low, 3 small minonty may be able
lo impose 1its views unreasonably Note

_ that article 15 sets out the procedure
for dealing with situations where the
meeting 15 inquorate

Notice of general meetings

122 (1) The minimum periods of notice required to hold a general
meeting of the chanty are

(3) twenty-one clear days for an annual general meeting
or 3 general meeting called for the passing of a special
resojution,

(b) fourteen clear days for all other general meetings

(2 A general meeting may be called by shorter notice if it is so
_ agreed by a majonity in number of members having a nght to
attend and vote at the meeting, being a majonty who together
hold not less than-90 percent of the total voting nghts

(3) The notice must specify the date time and place of the meeting
and the general nature of the business to be transacted If the
meeting is to be an annual general meeting, the notice must
say so The notice must also contain a statement setting out the
right of members to appoint a proxy under section 324 of the
Companies Act 2006 and article 19

(4)  The notice must be given to all the members and to the
directors and auditors.

13 The proceedings at 3 meeting shall not be invalidated because a person
who was entitled to receive notice of the meeting did not receive it
because of an acadental omission by the chanty

Proceedings at general meetings

14 (1) No business shall be transacted at any general meeting unless a
quorum 1s present

()  Aquorumis _/ v :
n@{o Pl ow; BT e
0% 0F THE MEMEERSHT o
NHTCEVE@ j’; HE LEﬁsﬁrc

(3) The authorised representative of a member organisation shall
be counted in the quorum

15 (1) if:

(@ 2 quorum is not present within half an hour from the time
appointed for the meeting, or

(b) dunng a meeting a quorum ceases to be present,

the meeting shall be adjourned to such time and place as the
directors shall determine
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Article 18(5)(c) - Where 1t 1s decided
that a poll 1s to take place in these
arcumstances after a general meeting, all
the members of the chanty are entitled
to vote

()

(3)

(4)

G

(@

(b)

@)

@)

(b)

@)

(b)

©

(@

(e)

The declaration by the person who 1s chairing the meeting
of the result of a vote shall be conclusive unless a poll 1s
demanded

The result of the vote must be recorded in the minutes
of the charity but the number or proportion of votes cast
need not be recorded

A demand for a poll may be withdrawn, before the poll
Is taken, but only with the consent of the person who Is
chairing the meeting

If the demand for 3 poll 1s withdrawn the demand shall
not invalidate the result of a show of hands declared
before the demand was made

A poll must be taken as the person who is chairing the
meeting directs, who may appoint scrutineers (who need
not be members) and who may fix a time and place for
dedaring the results of the poll

The result of the poll shall be deemed to be the resolution
of the meeting at which the poll 1s demanded.

A poll demanded on the election of a person to chair a
meeting or on a question of adjournment must be taken
immediately

A poll demanded on any other question must be taken
either immedsately or at such time and place as the
person who 1s chairing the meeting directs

The poll must be taken within thirty days after it has been
demanded

If the poll s not taken immediately at least seven clear
days’ notice shall be given specifying the time and place
at which the poll is to be taken

If a poll 1s demanded the meeting may continue to deal
with any other business that may be conducted at the
meeting

Content of proxy notices

19 (1)

Proxies may only validly be appoimnted by a notice in writing (3
“proxy notice”) which -

@

(b)

states the name and address of the member appointing
the proxy,

identifies the person appointed to be that member’s
proxy and the general meeting in relation to which that
person Is appointed,
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Article 19 - This makes provision for
proxy voting Members of a company
have a legal nght to appoint proxies
under section 324 of the Companies

Act 2006 A statement about this night
must be contained in 3 notice calling a
meeting of the company (section 325 of
the Companies Act 2006) Article 12 deals
with such notices

The provision for proxies 1s based on the
provisions 1n Schedule 2 of the Companies
{Model Articles) Regulations 2008

Article 20 - This complies with the
Companies Act 2006 which provides
that if certain requirements are met
members may agree written ordinary
and special resolutions (sections

288 - 298) What constitutes an
authenticated document 1s explained
In section 1146 of the Companies Act
2006 A document sent in hard form 15

August 2010

@

©)

@

(c) 1s signed by or on behalf of the member appointing the
proxy, or is 3uthenticated in such manner as the directors
may determine, and

(d) 15 dehvered to the chanty in accordance with the articles
and any Instructions contained in the notice of the general
meettng to which they relate

The charity may require proxy notices to be delivered in a
particular form, and may specify different forms for different
purposes

Proxy notices may specify how the proxy appointed under them
1s to vote (or that the proxy is to abstain from voting) on one or
more resolutions

Unless a proxy notice indicates otherwise, it must be treated as -

(@ allowing the person appointed under it as a proxy
discretion as to how to vote on any ancillary or procedural
resolutions put to the meeting, and

(b) appointing that person as a proxy in relation to any
adjournment of the general meeting to which it relates as
well as the meeting itself

Delivery of proxy notices

19A (1)

)

(&)

@)

A person who 1s entitled to attend, speak or vote (either on a
show of hands or on a poll) at a general meeting remains so
entitled In respect of that meeting or any adjournment of 1t,
even though a valid proxy notice has been delivered to the
charity by or on behalf of that person

An appointment under a proxy notice may be revoked by
delivering to the chanty a notice in writing given by or on behalf
of the person by whom or on whose behalf the proxy notice
was given

A notice revoking a proxy appointment only takes effect if it 1s
delivered before the start of the meeting or adjourned meeting
to which it relates

If a proxy notice Is not executed by the person appointing the
proxy, it must be accompanied by written evidence of the
authority of the person who executed it to execute it on the
appointor’s behalf

Written resolutions

20 (1)

A resolution in writing agreed by a simple majority (or in the
case of a special resolution by a majority of not less than 75%)
of the members who would have been entitled to vote upon 1t
had 1t been proposed at a general meeting shall be effective
provided that
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sufficiently authenticated by a signature
of the person sending or supplying it

A document sent in electronic form

1s sufficiently authenticated (a) if the
identity of the sender 15 confirmed in 3
manner specified by the company, or
(b) where no such manner has been
specified, if the commumcauon comains
or 15 accompanied by a statement of the
identity of the sender and the company
has no reason to doubt the truth of that
statement

Article 24(1) - By ‘natural person’

we mean a human being rather

than a company which can 1n some
orcumstances be regarded as a ‘person’
The minimum age for a director in this
article 15 16 years A statutory provision to
this effect came into force on 1 October
2008

(@) a copy of the proposed resolution has been sent to every
eligible member,

(b) a simple majority (or in the case of a special resolution 3
majority of not less than 75%) of members has signified
its agreement to the resolution; and

(¢©) 1tis contained in an authenticated document which has
been received at the registered office within the period of
28 days beginning with the airculation date

(7)) A resolution in writing may comprise several copies to which
one or more members have signified their agreement

(3) In the case of 3 member that is an organisation, its authorised
representative may signify its agreement

Votes of members

21 Subject to article 8, every member, whether an individual or an
organisation, shall have one vote

22 Any objection to the qualification of any voter must be raised at the
meeting at which the vote 1s tendered and the deasion of the person
who is chairing the meeting shall be final

23 (1) Any organisation that 1s a member of the chanty may nominate
any person to act as its representative at any meeting of the
chanty

(2 The organisation must give written notice to the charity of the
name of its representative The representative shall not be
entitled to represent the organisation at any meeting unless the
notice has been received by the charity The representative may
continue to represent the organisation until written notice to the
contrary Is received by the charty

(3) Any notice given to the chanty will be conclusive evidence that
the representative I1s entitled to represent the organisation or
that his or her authonity has been revoked The charty shall not
be required to consider whether the representative has been
properly appotnted by the organisation

Directors
24 (1) A director must be a natural person aged 16 years or older

(2 No one may be appointed a director if he or she would be
disquakified from acting under the provisions of article 36

25 The number of directors shall be not less than three but (unless
otherwise determined by ordinary resolution) shall not be subject to any
maximum

26 The fust directors shall be those persons notified to Compantes House as
the first directors of the charity
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Article 32 - Our publication Finding New
Trustees What chanties need to know
(€C30) provides quidance on effective
methods of recruiting new chanty
trustees or directors and of familianising
them with the chanty

August 2010

27 A director may not appoint an alternate director or anyone to act on his
or her behalf at meetings of the directors.

Powers of directors

28 (1) The directors shall manage the business of the charity and may
exercise all the powers of the chanty unless they are subject to
any restrictions imposed by the Companies Acts, the articles or
any special resolution

2 No alteration of the articles or any special resolution shall have
retrospective effect to invalidate any prior act of the directors

(3) Any meeting of directors at which a quorum Is present at the
time the relevant decision 1s made may exercise all the powers
exercisable by the directors

Retirement of directors

29 At the first annual general meeting all the directors must retire from
office unless by the close of the meeting the members have failed to
elect sufficient directors to hold a quorate meeting of the directors At
each subsequent annual general meeting one-third of the directors or, if
their number 1s not three or a multiple of three, the number nearest to
one-third, must retire from office If there i1s only one director he or she
must retire

30 (1) The directors to retire by rotation shall be those who have been
longest in office since their last appointment If any directors
became or were appointed directors on the same day those to
retire shall (unless they otherwise agree among themselves) be
determined by lot

(2 If a director s required to retire at an annual general meeting by
a provision of the articles the retirement shall take effect upon
the conclusion of the meeting

Appointment of directors
31 The chanty may by ordinary resolution
4)) appoint a person who is willing to act to be a director, and

2 determine the rotation in which any additional directors are to
retire

32 No person other than a director retiring by rotation may be appointed a
director at any general meeting unless

() he or she 1s recommended for re-election by the directors, or

¢ not less than fourteen nor more than thirty-five clear days
before the date of the meeting, the chanty 1s given a notice
that-
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Article 32(2)(c) - Certan details of
newly appointed directors must be sent
to Companies House on Form APQ1 This
includes details of current and any former
name, address, occupation and consent
to act

Article 36(2) - Our publication Finding
New Trustees What charities need to
know (CC30) explains what section 72

of this Act covers In very broad terms,
someone who has been convicted of
offences involving deception or fraud, or
who is an undischarged bankrupt or who
has been removed from office as a chanty
trustee by us, will be disqualified from
acting as a director

(3) 1s signed by a member entitied to vote at the meeting,

(b) states the member‘s intention to propose the
appointment of a person as a director,

() contains the details that, if the person were to be
apponted, the charity would have to file at Companies
House, and

(d) s signed by the person who 1s to be proposed to show his
or her willingness to be appointed

33 All members who are entitled to receive notice of a general meeting
must be given not less than seven nor more than twenty-eight clear
days’ notice of any resolution to be put to the meeting to appoint a
director other than a director who is to retire by rotation

34 (1) The directors may appoint a person who 1s willing to act to be a

director

o3

A director appointed by a resolution of the other directors must
retire at the next annual general meeting and must not be
taken into account in determining the directors who are to retire
by rotation

35 The appointment of a director, whether by the charity in general
meeting or by the other directors, must not cause the number of
directors to exceed any number fixed as the maximum number of
directors

Disqualification and removal of directors

36 A director shall cease to hold office if he or she

()

(2)

(3)
(4)

(5)

©)

ceases to be a director by virtue of any provision in the
Companies Acts or Is prohibited by law from being a director,

1s disqualified from acting as a trustee by virtue of section 72
of the Charities Act 1993 (or any statutory re-enactment or
modification of that provision),

ceases to be a member of the charty,

becomes incapable by reason of mental disorder, illness or
injury of managing and administering his or her own affairs,

resigns as a director by notice to the charity (but only if at
least two directors will remain (n affice when the notice of
resignation 1s to take effect), or

Is absent without the permission of the directors from all their
meetings held within a period of six consecutive months and
the directors resolve that his or her office be vacated
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Article 38 - We provide guidance on
meetings 1n our booklet Charities and
Meetings (CC48) Article 38(S) 1s optional
it 1s common but not obligatory for the
charr to have a casting vote at directors’
meetings Article 38(6) 1 also optional

It perrits directors to hold meetings by
suitable electronic means where this

15 agreed by the directors and where
each director at the meeting 1s able to
communicate with the other persons
attending the meeting If article 38(6) is
adopted, the optional wider definition of
‘present’ in article 39(1) should also be
adopted
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Remuneration of directors

37 The directors must not be paid any remuneration unless it I1s authorised
by article 6

Proceedings of directors

38 (1) The directors may requlate their proceedings as they think fit,

subject to the provisions of the articles

2 Any director may call a meeting of the directors

(3) The secretary (if any) must call a meeting of the directors if
requested to do so by a director

(4) Questions arising at a meeting shall be decided by a majority of
votes

[optional

—{5—in-the-case-of-en-equahty-of-votesthe-person-whots-—chamng—
——the-mechrg-shall-haveasecond-efcastrgvete ]} —

G

39 (1)

@

3

A meeting may be held by suitable electronic means agreed by
the directors in which each participant may communicate with
all the other participants ]

No decision may be made by a meeting of the directors unless
a quorum 1s present at the time the decision i1s purported to be
made ['Present’ includes being present by suitable electronic
means agreed by the directors in which a participant or
participants may communicate with all the other participants ]

The quorum shall be two or the number nearest to one-third of
the total number of directors, whichever is the greater, or such
larger number 3s may be decided from time to time by the
directors

A director shall not be counted in the quorum present when any
decision 1s made about a matter upon which that director 1s not
entitled to vote

40 If the number of directors 1s less than the number fixed as the quorum,
the continuing directors or director may act only for the purpose of
filling vacancies or of calling 3 general meeting

41 (1)

The directors shall appoint a director to chair their meetings and
may at any time revoke such appointment

17
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(2 If no-one has been appointed to chair meetings of the directors
or if the person appointed Is unwilling to preside or is not
present within ten minutes after the time appointed for the
meeting, the directors present may appoint one of their number
to chair that meeting

(3) The person appointed to chair meetings of the directors shall
have no functions or powers except those conferred by the
articles or delegated to him or her by the directors

42 (1) A resolution 1n wrnting or 1n electronic form agreed by all of the
directors entitled to receive notice of a meeting of the directors
and to vote upon the resolution shall be as valid and effectual as
if 1t had been passed at a meeting of the directors duly convened
and held

(2) The resolution in writing may comprise several documents
containing the text of the resolution in hke form to each of
which one or more directors has signified their agreement

Delegation

43 (1) The directors may delegate any of their powers or functions

to a committee of two or more directors but the terms of any

delegation must be recorded in the minute book

(2) The directors may impose conditions when delegating, including

. .- the conditions that

(@) the relevant powers are to be exercised exclusively by the
committee to whom they delegate,

(b) no expenditure may be incurred on behalf of the charity
except in accordance with a budget previously agreed
with the directors

(3) The directors may revoke or alter a delegation

(4) All acts and proceedings of any committees must be fully and
promptly reported to the directors

Declaration of directors’ interests

44 A director must declare the nature and extent of any interest, direct or

indirect, which he or she has in a proposed transaction or arrangement
with the charity or 1n any transaction or arrangement entered into by
the charity which has not previously been declared A director must
absent himself or herself from any discussions of the directors in which
it 1s possible that a conflict will anse between his or her duty to act
solely 1n the interests of the chanty and any persanal interest (including
but not imited to any personal financial interest)
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Article 45 - This article permits
unconfhicted directors to authorise a
confict of interests arising from a duty
of loyalty owed by a director to another
organisation or person provided that
there 15 no direct or indirect benefit of
any nature received by the director in
question or by a connected person Such
a procedure 15 permitted by section
175(4) and (5) of the Compames Act 2006
(as modified for chantable companies
by section 181) where provision 1s made
for it in the articles The Commuission
considers that such a procedure should
be limited to conflicts anising from a
duty of loyalty to another orgamisation
or person where there 1s no direct or
indirect benefit of whatever nature to
the director or to a connected person In
other aircumstances involving a situation
leading to a conflict of interests on the
part of a director, the Commisston 1§
able to authorise the director to act
notwithstanding the conflict where it 1s
satishied that this would be expedient in
the interests of the chanty (section 26 of
the Chanties Act 1993)
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Conflicts of interests

45 (1) If a conflict of interests arises for a director because of a duty of
loyalty owed to another organisation or person and the conflict
1s not authorised by virtue of any other provision in the articles,
the unconflicted directors may authornse such a conflict of
interests where the following conditions apply

(@) the conflicted director 1s absent from the part of the
meeting at which there 1s discussion of any arrangement
or transaction affecting that other organisation or person,

(b) the conflicted director does not vote on any such matter
and is not to be counted when considering whether a
quorum of directors I1s present at the meeting, and

(c)  the unconflicted directors consider it i1s in the interests
of the charity to authorise the conflict of interests in the
arcumstances applying. :

(2 In this article a conflict of interests arising because of a duty of
loyalty owed to another organisation or person only refers to
such a conflict which does not involve a direct or indirect benefit
of any nature to a director or to a connected person

Validity of directors’ decisions

46 (1)  Subject to article 46(2), all acts done by a meeting of directors,
or of a committee of directors, shall be valid notwithstanding
the participation 1n any vote of a director

(@) who was disqualified from holding office,

(b)  who had previously retired or who had been obliged by
the constitution to vacate office,

(0  who was not entitled to vote on the matter, whether by
reason of a conflict of interests or otherwise,

If without
(d) the vote of that director, and
(e) that director being counted in the quorum,

the decision has been made by a majority of the directors at a
quorate meeting

(2)  Article 46(1) does not permit a director or a connected person
to keep any benefit that may be conferred upon him or her by a
resolution of the directors or of a commuttee of directars if, but
for article 46(1), the resolution would have been void, or if the
director has not compled with article 44
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Article 48 - Using the power to make
rules at article 57, the directors can
deade 1n what format the minutes should
be kept and how to vahdate them

Article 49 - The Statement of
Recommended Practice for chanties 1s

avallable on our website, or in hard copy, -

from the publishers CCH at £15 (plus
postage and packing) per copy Their
customer services number s 0870 777
2906

Article 50 - Guidance available on our
website sets out the key accounting
requirements for chanties All chanties
with incomes over £10k must send an
Annual Report and Annual Return to us
within 10 months of the end of their
financial year Charties with incomes over
£25k must 1n addition send accounts

Article 50(1)(c) - The Annual Return
provides 3 summary of key financial data

20

Seal

47 If the chanty has a seal it must only be used by the authority of the
directors or of a commuttee of directors authorised by the directors The
directors may determine who shall sign any instrument to which the
seal 1s affixed and unless otherwise so determined it shall be signed by
a director and by the secretary (if any) or by a second director

Minutes

48 The directors must keep minutes of all

(1)
@)
G)

Accounts

49 (1)

@

appointments of officers made by the directors,

proceedings at meetings of the charity,

meetings of the directors and committees of directors including
(@) the names of the directors present at the meeting,

(b) the decisions made at the meetings, and

()  where appropriate the reasons for the decisions

The directors must prepare for each financial year accounts as
required by the Companies Acts The accounts must be prepared
to show a true and fair view and follow accounting standards
1ssued or adopted by the Accounting Standards Board or its
successors and adhere to the recommendattons of applicable
Statements of Recommended Practice

The directors must keep accounting records as required by the
Companies Acts

Annual Report and Return and Register of Charities

50 (1)

)

The directors must comply with the requirements of the
Chanties Act 1993 with regard to the

(@) transmssion of a copy of the statements of account to the
Commussion,

(b) preparation of an Annual Report and the transmission of &
copy of 1t to the Commussion,

(c) preparation of an Annual Return and its transmission to
the Commission

The directors must notify the Commission promptly of any
changes to the chanty’s entry on the Central Register of
Chanties

August 2010




Notes

Articles 51, 52, 53 & 55 - There are
detailed requirements with regard to
electronic communications contained in
the Companies Act 2006 Sections 308-
309 deal with the manner in which notice
15 to be given and the content of any
notice on 3 website Section 333 relates to
sending documents relating to meetings
etc in electronic form Sections 1143-1148
and Schedules 4 and 5 deal with sending
or supplying documents or information
Section 1168 contains defimtions of “hard
copy” and “electronic form” and other
relevant terms
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Means of communication to be used

51

52

53

54

55

[

(1) Subject to the articles, anything sent or supplied by or to the
chanty under the articles may be sent or supplied in any way
1n which the Companies Act 2006 provides for documents or
information which are authorised or required by any provision of
that Act to be sent or supplied by or to the charty

() Subject to the articles, any notice or document to be sent or
supplied to a director in connection with the taking of decisions
by directors may also be sent or supplied by the means by
which that director has asked to be sent or supplied with such
notices or documents for the time being

Any notice to be given to or by any person pursuant to the articles
(1) must be in writing, or
(2) must be given in electronic form
@) The chanty may give any notice to a member either
(3) personally, or '

(b) by sending it by post in a prepaid envelope addressed to
the member at his or her address, or

() by leaving it at the address of the member, or
(d) by giving it in electronic form to the member’s address

(e) by placing the notice on a website and providing the
person with 3 notification in writing or in electronic
form of the presence of the notice on the website The
notification must state that it concerns a notice of a
company meeting and must specify the place date and
time of the meeting

(20 A member who does not register an address with the charity or
who registers only a postal address that is not within the United
Kingdom shall not be entitled to receive any notice from the
charnity

A member present in person at any meeting of the charity shall be
deemed to have received notice of the meeting and of the purposes for
which 1t was called

g} Proof that an envelope containing a notice was properly
addressed, prepaid and posted shall be conclusive evidence that
the notice was given

(2)  Proof that an electronic form of notice was given shall be
conclusive where the company can demonstrate that it was
properly addressed and sent, in accordance with section 1147 of
the Companies Act 2006
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Article 56 - This proviston 1s about the
extent to which the directors should be
protected (‘iIndemnified’) from liabiity

It reflects changes in the law made by
the Companies Act 2006 Three options
are given for indemnifying directors it
may be helpful to consult your own legal
adwisers about which approach 1s best for
your chanty

The options here cater for the needs of
most chanties The main differences are
to do with whether the company wishes
to indemnify its directors in indwidual
cases, or whether this protection should
be a night to which they are automatically
entitied Note that none of these options
gives the company the power to grant a
blanket indemmity to its directors - they
are all imited to what 1s allowed by law
and can only be exercised In the interests
of the chanty

After considering the bullet points below,
choose one option and delete the others

Option 1 gives the company the

option to indemnify directors in any
“arcumstances permitted by the
Companies Act 2006 1t does not confer
any night to an indemmity This option
does not exphaitly cover officers othes
than directors, but the general law
imples an ability to indemnify them

Option 2 enables the company to
provide a right to an indemnity for
directors A power to indemnify other
officers may be implied

Option 3 enables the company to
confer on directors the nght to a
limited indemnity as set out in the
aruicle

Article 56A - This article s optional but
would permit the chanty to indemnify
an auditor in the hmited arcumstances
permitted by section 533 of the
Companies Act 2006

22
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Indemnity

[Optioq 1

[56 (1)

2

[Option 2

[56 (1)

@)

[Option 3

(56 (1)

@

[Optional

In accordance with section 1147 of the Companies Act 2006
notice shall be deemed to be qiven:

(3 48 hours after the envelope containing it was posted, or

(b) i the case of an electronic form of communication, 48
hours after it was sent

e chanty may indemnify any directoy/against any liability

In this article a“4elevant direcsor” means any director or former
director of the char

The chanty shall ingémnify any ditegtor against any hability
incurred by him g7’her or 1t In that capaqty, to the extent
permitted by sg€tions 232 to 234 of the Corgpanies Act 2006

In this artt tor or former

director

a “relevant director” meaas any dir
the chanty]

The charity shall indemnify every director against any hability
incurred in successfully defending legal proceedings in that
capaaity, or in connection with any apphcation in which relief
is granted by the Court from hability for negligence, default, or
breach of duty or breach of trust in relation to the charity

In this article a “relevant director” means any director of former
director of the charity]

56A The chanity may indemnify an auditor against any liability incurred by
him or her or 1t

(1)

@)

in defending proceedings (whether civil or ciminal) in which
judgment 1s given in his or her or its favour or he or she or it 1s
acquitted, or

in connection with an application under section 1157 of the
Companies Act 2006 (power of Court to grant relief in case of
honest and reasonable conduct) in which relief 1s granted to him
or her or 1t by the Court]
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Article 58 - The chanity has power under
the Companies Acts to wind up The
directors must comply with company

law 1n using that power and provide
Companies House with the required
documentation In these aircumstances,
directors will need to send to us promptly
a copy of the relevant resolution and a
copy of the final accounts
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Rules

57 (1)

@

3

O

®)

The directors may from time to ime make such reasonable
and proper rules or bye laws as they may deem necessary
or expedient for the proper conduct and management of the
chanty

The bye laws may regulate the following matters but are not
restricted to them.

(@) the admission of members of the chanty (including the
admussion of organisations to membership) and the nghts
and pnivileges of such members, and the entrance fees,
subscriptions and other fees or payments to be made by
members,

(b) the conduct of members of the charity in relation to one
another, and to the chanty’s employees and volunteers,

(c) the setting aside of the whole or any part or parts of the
charity’s premises at any particular time or times or for
any particular purpose or purposes,

(d) the procedure at general meetings and meetings of the
directors in so far as such procedure (s not regulated by
the Companies Acts or by the articles, i

(e) generally, all such matters as are commonly the subject
matter of company rules

The chanty in general meeting has the power to alter, add to or
repeal the rules or bye laws

The directors must adopt such means as they think suthcient to
bning the rules and bye laws to the notice of members of the
chanty

The rules or bye laws shall be binding on all members of the
charity No rule or bye law shall be inconsistent with, or shall
affect or repeal anything contained in, the articles

Dissolution

58 (1)

The members of the charity may at any time before, and in
expectation of, its dissolution resolve that any net assets of

the charity after all its debts and liabihities have been paid,

or provision has been made for them, shall on or before the
dissolution of the chanty be applied or transferred in any of the
following ways

(3) directly for the Objects, or

(b) by transfer to any chanty or charities for purposes similar
to the Objects, or
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@

G)

(¢)  toany chanity or charities for use for particular purposes
that fall within the Objects

Subject to any such resolution of the members of the charity,
the directors of the chanty may at any time before and in
expectation of its dissolution resolve that any net assets of
the chanty after all its debts and habilities have been paid, or
provision made for them, shall on or before dissolution of the
chanity be applied or transferred

(@ directly for the Objects, or

(b) by transfer to any chanty or charities for purposes similar
to the Objects, or

(©)  toany charity or charities for use for particular purposes
that fall within the Objects

In no circumstances shall the net assets of the charity be paid
to or distributed among the members of the chanty (except

to 3 member that is itself a charity) and if no resolution in
accordance with article 58(1) 1s passed by the members or

the directors the net assets of the charity shall be applied for
charitable purposes as directed by the Court or the Commission
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